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Status of McCarthy Affair: Washington is a city of many lawyers, and barristers-at-court — 
analyzing the present status of the McCarthy affair — say it makes no sense, legally or legislatively. 
They want to know what crime or misdemeanor has. been charged. They say there has been none. 
Hence, in the past few days they found the statement of Senator Karl Mundt (R., S. D.) very 
sensible. Mundt is temporarily presiding over the sub-committee (usually headed by McCarthy) 
in order to make an investigation of the McCarthy-Army dispute. On March 28 he said that the 
controversy contained no charges of any “high crime against the government”. He suggested that 
the matter ought to be placed “in proper perspective”. 

“Nobody on either side,” said Mundt, “alleges in their current charges of intimidation, black- 
mail, favoritism, interference and what-not that the individuals on either side of the controversy 
yielded to such alleged pressures and propositions. Involved here at worst are misconduct and mis- 
interpretation by one or more individuals connected with the Army or the Senate committee or both. 
. . . Involved here at best are misunderstandings and mistakes by one or more individuals connected 
with the Army or the Senate committee, or both, which have interfered with the orderly work of a 
growing number of officials both in the Army and in Congress.” Mundt expressed himself as at-a 
loss to understand the “feverish interest” shown by reporters and publications. 

Why the latter should show such unusual interest is what a growing part of the public would 
like to know. Indeed, in this town which now has no daily paper willing to give McCarthy even 
a fair break, people have started talking of “unseen control of the press”, and “advertisers’ influ- 
ence”. However fair or unfair such comments may be, they are spreading. In many cities, there is 
a monopoly press situation — in some cases handled well, in others, not. In some cities, rich ab- 
sentee owners of provincial papers who play around in international café society impose their “One- 
World” and “liberal” ideas on communities which are genuinely American and traditionalist. Well, 
why do not the latter establish an opposition paper? One answer is the huge cost; in the case of 
Washington, it would take an estimated $15 million to duplicate the Times-Herald. Meanwhile the 
newspaper industry has suffered keenly in recent years. Rising costs of paper and labor, and fierce 
competition for diminishing advertising have pinched them cruelly. We have heard:one publisher 
talk gloomily of the inevitability of the ten cent daily. In such a situation, outside influence finds 
publishers vulnerable. 

Certainly, the situation as regards the media of public opinion and news calls for some probing 
criticism. The spectacle of a nation vowed to resist Communism on a global scale yet now directed 
by a faction vowed to persecute — in an almost fantastic way —a leader in the probing of Commu- 
nists in government indeed presents a thought-provoking spectacle. It recalls the situation at the end 
of the war, with the leftists riding high. 

At that time John T. Flynn published a booklet entitled The Smear Terror (of which the “civil 
libertarians” took absolutely no notice). Flynn said: “Would you believe that there are in this coun- 
try several outfits that specialize in the destruction of reputations? I can name an organization with 
large offices equipped to destroy the reputation of anyone whose influence in the community gets in 
the way of its clients. Having chosen its victim, it lays out a carefully prepared plan of action. The 
enterprise is labeled professionally a ‘project’. This is organized like a program for selling a com- 
mercial product. The type of smear is decided on. An estimate is made of the expenditures for per- 
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sonnel, travel, snooping, publicity, etc. A budget is prepared. The persons interested are informed 
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of the cost. When the money is in hand the job is put in motion by a set of trained character assas- 
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sins who make a living out of this sort of thing and do well at it.” Mr. Flynn scrupulously documented B 
this and other charges he makes in the pamphlet. Has this sinister business been unleashed on Me. §§ quietly 
Carthy? And if so, who is paying the bills? v. knocki 
ae The n 
Our ‘Allies’: One of the most dangerous legends circulated among us by internationalists is that we T 
have Allies in Europe upon whom we must depend for our national safety. The record to date shows 9 cent ( 
convincingly that those professed Allies leave much to be desired. Through the UN they tied the § abolis! 
hands of our military so that we could not win the war in Korea. All during the Korean war they § Last 3 
traded briskly with the enemy. And now they are seeking to alleviate Russia’s internal economic § who, — 
troubles -with “East-West” trade, which includes materials vital to the Soviet war machine. into s 
A perfect example of how this duplicity of our Allies works is found in a recently published the P} 
story that British, French and German interests were negotiating a deal with Chile for some 60,000 ) Pre 
tons of sulphur. The press account, however, did not tell where this sulphur was really going. From ) °"Y ° 
unimpeachable sources we have learned that this sulphur is destined for immediate re-shipment to Ni 
: ; ‘ ; ss ‘ ot 
Russia and her satellite nations. Sulphur is essential in the manufacture of steel and ordinary 
explosives. = 
groun 
The domestic needs of Britain, France and Germany have been met by liberal supplies of sul- |) form 
phur from the U.S. under the Marshall Plan and lately under the Foreign Operations Administration. ) 40,00 
It is scarcely unreasonable to ask why our taxpayers should donate American sulphur to these Allies impas 
while. they obtain sulphur in other markets to nourish the Red war machine. Our - 
Meanwhile, the Communist Daily Worker headlined Churchill’s proposal to take up with the §) lieve 
U.S. the question of a “substantial relaxation” of restrictions on trade with the Soviet Union. His ) ™i 
proposal ought to be a clear warning to the nation that it is once more being invited to close its the s 
eyes to the Russian menace. For, the truth is that the world Communist menace exists largely today | vader 
as a result of incredible assistance from the U.S. Government. When we recognized Russia in | The 
1933 she was in a state of virtual economic collapse. Recognition saved her — opening up des- | ket | 
perately needed avenues of trade and credit. Then, when Roosevelt raised the price of gold to 
thirty-five dollars an ounce, he literally dropped manna on Russia which had a lot of gold to sell. on 
Finally, by indiscriminate assistance to the Soviets in World War II, we saved her from destruction aa 
again. tu 
Stassen Rides Again: Recently a big plane zoomed into the Washington airport from Europe ) ™ ‘ 
carrying some fifty persons represented as coming into the country under the Administration law |) “" 
passed last year, to admit 209,000 more immigrants. Harold Stassen, Director, Foreign Operations ay : 
Administration, was on hand to kiss the babies and give the big glad hand to the newcomers. The infla 
plane had been booked for New York but was detoured to Washington at extra expense to the tax- | 
payers. For, official Washington wished to stage a propaganda show which would soma stir | 
up friendly political sentiment among minority nationalities. re 
Actually the whole show was a phony — because the persons in the plane were not refugees sor 
admitted under the Eisenhower sponsored immigration law, but were regular immigrants admitted ) pri 
under a special provision of the old Displaced Persons Act of the Truman Administration which ) mo, 
runs to June of this year. Though the Eisenhower law has been in operation some nine months, only 
a handful of. genuine refugees from Europe have come in under it. There are several reasons for 
this. (1) Certain courageous officials of the State Department have insisted on a thorough-going Ne 
application of the McGarran-Walter Immigration Law which prohibits admission. of Communists and [iss 





criminals. It is reported that these officials uncovered three immigration rings trying to slip into 
the nation many Communists and criminals under the Eisenhower law and stopped them cold. 








(2) The Eisenhower law provides that every refugee must have both a job and a place to live before 
being admitted. The growth of unemployment has thus automatically shut out refugees. 

But those determined to weaken and destroy our policy of limited immigration have worked 
quietly in the House to accomplish some very disturbing things. The House has just passed a bill 
knocking out the provisions of the present law that refugees must have both jobs and places to live. 
The new measure has. gone much farther. 

The proposed law would shift to Southern Europe — principally Italy which is about forty per 
cent Communist — some of the quotas assigned to northern countries; and at the same time it would 
abolish the category of “refugee” and permit the emigration of a European nation’s regular citizenry. 
Last year the Eisenhower law was presented as a humane relief measure for legitimate “refugees” 
| who, like displaced persons, had incurred unusual hardships in the late war. To convert’ the law 
into simply a law to relieve the surplus populations of certain European countries — which is what 
the proposed law is designed to do— would be its complete perversion and establish a disastrous 


precedent. On Capitol Hill they say that only prompt and determined action by patriotic groups has 
any chance of blocking this dangerous bill in the Senate. 


Not Merely Gossip: Reliable military sources here believe that the Administration is going to get 
more deeply involved in the war in Indo-China. They do not think it will take the form of mass 
ground warfare by large numbers of U.S. troops. But, they think, the involvement will take some 
form of military compromise — perhaps air forces numbering many tactical planes and perhaps 
40,000 men. Our sources doubt the wisdom of such a venture, guess that it will result in another 
impasse like that of the Korean war, and that you ean’t lick a jungle guerrilla enemy by such methods. 
Our informants take a negative attitude when we ask whether such a venture is worth it. They be- 
lieve that a real decision in Indo-China can only be reached if we were to “take out” the lines of com- 
munications running down the China coast by air-sea attack, by strategic air power. In other words, 


the situation is shaping up towards the same kind faced by MacArthur when the Chinese Reds in- 
vaded Korea in 1951. 


) The New Bull: Nobody has as yet improved on the classic explanation for the rise of stock mar- 
ket prices: more buyers than sellers. And as for predicting prices, anyone who tries it either has 
pretensions to clairvoyance or is somewhat offbase. 

Nevertheless, if we had money to gamble with, we think we would put it into common stocks, 
despite the prevailing high prices. (‘We are not advising anybody to do so.) We are bullish. Not 
because we are optimistic, but because we are pessimistic. It used to be that one who bought stocks 
on an expected rise did so because he had confidence in the sales-and-profits prospects of the 
concern in which he invested his money; or, he was bullish on the continuing prosperity of the coun- 
try as a whole. Now, however, a bull is one who expects stock prices to rise because he sees more 
inflation. He is pessimistic about the government’s return to a sane fiscal policy. 

The Administration’s revenue bill which has just passed Congress gives us a cut in taxes. That 
means that the citizens will have more money to spend or invest, and in either case business should 
improve. However, the government does not intend to cut its expenses to meet this lowered income; 
it will make up for the loss of revenue by borrowing money and issuing I.0.U.’s. The promis- 
sory notes of the government have a way of increasing the purchasing power of the nation, just like 
printed money. With more money in circulation, prices of goods are bound to go up; so will com- 
mon shares, which represent ownership in either the goods or the machinery to make them. 

Yes, we are pessimistic about our national fiscal policy and, therefore, bullish on the market. 


Nebraska’s Problem: The state of Nebraska never had an income tax or a sales tax and never 
issued a bond. Its administration lived within its income. 

But this traditional policy is now challenged. The governor of the state is offering a constitu- 
tional amendment that will permit both sales and income taxes. This is called “broadening the tax 





base”. What is meant by that, in the case of Nebraska, is the shifting of some of the burden of 
taxation from real estate to personal incomes. The governor has intimated that if the amendment is 
passed, some of the load now carried by real estate will be reduced. He may believe that, but ex. 
perience has shown that no political body reduces its levies on one source of income when it wins 
the right to levy on another; it takes all it can wherever it can. 


The plight of Nebraska is the plight of every state in the Union. With so much of the citizen's 


tax-dollar going to Washington, there is little left for the states. The only source of revenue left 


exclusively to the states is real estate. So, as the demands of the citizenry increase —for more 
schooling, for instance — the states have to raise their assessments and their millage. Inflation also 
has caused the states to tax their main or only source of revenue to the limit. As a result, the states 
have taken their place in the tin-cup queue in front of the United States Treasury, selling out sov. 
ereignty for measly handouts. 


The solution of the fiscal problems of the various states is either the repeal of the Sixteenth 
(income) Amendment, or the limitation of the Federal government’s power to tax incomes. Since 
the states have the power to tax incomes (always did have) they would get more of the available 
tax dollar this way. And why should they not demand repeal? Every state in the Union now pays 
in more to the United States Treasury than it gets back in grants-in-aid; New York gets back three 
cents on the dollar, Mississippi gets back eighty cents on the dollar. That’s poor business. 


Pearl Harbor: In this very week when Senator McCarthy’s committee refused that Senator permis 
sion to go ahead with his investigation of Communists in the Army, certainly an effort to prevent 
another Pearl Harbor, a distinguished U. S. Admiral, who was on the spot that day in December 1941 f 
when the Japs attacked, tells the true story of how we suffered the epochal disaster. Rear Admiral 

(Rtd.) Robert A. Theobald U.S.N. is the author of The Big Secret of Pearl Harbor, which appears 


in toto in the U. S. News and World Report, April 2 issue, (to be published in book form on April 
28, by Devin-Adair Company, 23 E. 26 Street, New York, N. Y.). 


Theobald confirms what other revisionist writers — Flynn, Morgenstern, Tansill, Beard — have § 


suggested or claimed that President Roosevelt, believing that the U. S. should enter World War 
II, pressed Japan to the point where war was the only possible outcome; and Chief of Staff General 
Marshall and Chief of Naval Operations Admiral Stark must have received orders from Roosevelt not 
to warn the commanders in Hawaii of the imminent Japanese attack which Franklin D. Roosevelt 
knew, by reason of our radio intercepts, was to occur. The story that Theobald tells us — with some 
additional documentation — supports the shocking story that other revisionist historians have told a 
number of times since 1944. He has a fine service record as Commander of Destroyers, Commander 
of Cruisers and Battle Force in the years 1940-3, Commander of the First Naval District later. His 
work carries a favorable introduction from the famous Admiral W. F. (“Bull”) Halsey and a fore 


ward from Admiral Kimmel, who (with General Short) was made the goat for the disaster by the : 


Roosevelt Administration. Theobald was actually in Pearl Harbor when the Japanese attacked. 


Yet, despite the fact this story appears for the first time in a magazine of mass circulation, it 
is clear that those who have a vested interest in their own mistakes are set to play down this startling 
account. For instance, the Washington Post, which has a monopoly of the morning field in the Capi: 
tal, gives it a news story of only about six inches on the sixth page. When Devin-Adair publishes the 
Theobald book on April 28, it will be interesting to watch the gyrations of the “court historians” 
who have, as Dr. Harry Elmer Barnes put it, established an “historical blackout” over the true facts 
of our entrance into World War II. 
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/ THE MORAL OF FANNY MAY 


By FRANK CHODOROV 


| HE HousinG AcT oF 1954, now doing the Congressional rounds, is worth looking 

Tete: Its 107 printed pages, plus the 32-page ‘‘summary of provisions” that is sup- 
posed to explain the bill, could serve as a ‘“‘case study” in political science. For here we 
have an example of the art of government, 1954 style, which will be found on exami- 
nation to be somewhat at odds with the theories that are spoon-fed to students by pro- 
fessors who learned all they know about government from the textbooks they themselves 
write. This is the real stuff. 

Let’s suppose some professor should take this suggestion to heart and send to the 
Government Printing Office for copies of these two documents. His first thought, after 
he had struggled through the mass of legalisms, redundancies and double-talk, would 
be: have the Congressmen who will vote on this bill made a like study of it, and if so, 
are they less confused than I am? It would give him an inferiority complex if he be- 
| lieved so. Granting that the legislators have the acumen for it, where would they find 
the time to devote to the study? There are dozens of such bills coming up each session 
—the budget bill is almost as big as the New York City telephone book. The time 

necessary for such study would be at the expense of their principal business, which is 
| the answering of letters from back home; voters come first. 

If the professor were to query Congressmen about H.R. 7839, the housing bill, he 
would find some who would admit to a vague idea of the purpose and effects of the bill; 
they might even confess that they got their knowledge either from the newspapers, a clerk 
who was assigned to study the bill, or from their party leaders; the last could be relied 
upon to inform the members on the political advisability of voting aye or nay. A 
sagacious professor might suspect that the proposed law concerns the legislator less than 
the effect his vote on it might have on his electors. 

But, surely, the electors have not studied the proposed law; if they know anything 
about it, they got their knowledge from headlines, glanced at while turning the pages 
of the newspapers to the comics. Or, maybe they read what some columnist said about 
it. When one has a living to make, public affairs must be served up predigested. So, the 
professor would have to ask himself, what do the headline writers and columnists know 
about the proposed law? They are not even professors. 

By this process of deduction, the professor comes to the conclusion that the writers 
of the law might have some knowledge of it. That seems to be a reasonable inference. 
But, who are they? Well, there are certain people in Washington whose business it is 
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to write legislation, and to issue reports and memoranda in support of it. These are 
known as bureaucrats. They know what they are up to, at all times. 
The*analytical professor might then ask himself the hypothetical question: If I were 





























a bureauck ge assigned to writing a bill, what kind would I write? If the professor is aj jangu 
realist, he would conclude that a bureaucrat would not be inclined to write a bill that,§ able 
if it became law, would abolish his job. Perish the thought! 

So then, the honest professor would have to report to his students that the Ameri- E 
can government, 1954 style, is in practice something different from that envisioned by Pp. 
the Constitution. We still have the three branches, apparently independent of one an-§§ Mort 
other, but all dependent on the bureaucracy. That is so because the bureaucrats are the § noth 
only people in government who know what is going on; nobody else has the time to find § the « 
out. If he had a sense of humor, the professor might say that ours is a government of, J pres 
by and for the bureaucrats. Any textbook on political science that does not point up this § and 
fact is unrealistic. 

of tl 

¥: TO say that the bureaucrat is self-sufficient would not be true. He is sub-] ket 

ject to influences. Legally the bureaucracy is an arm of the Administration, which § fina 

is a political body trying to stay in power. One way to stay in power is to please the] pn] 

various pressure groups which presumably represent large blocs of voters. So, when the F exa: 
Administration orders the bureaucrats to prepare a bill, the advice of the pressure groups, 

who have given much thought to the matter, is sought. The concern of these groups in} y, ;. 

legislation is considerable, seeing how they maintain elaborate offices in Washington and 9 ,,;, 

have money enough for both propaganda and cocktail parties. gag 

At this writing, the Housing Bill is under pressure for revision, and the changes gag 
asked for (by Congressmen who have not studied the bill) are all in one direction: 9... 
more public spending on more public housing. Who would be most interested, finan- 
cially, in such enlarged generosity with the taxpayers’ money? Obviously, the union ‘ay 
leaders. More public housing would mean more remuneration for their members who ss 





would show their appreciation by contributing more to the funds of the union. 












Behind the unions is another powerful pressure group that is less conspicuous, but - 
perhaps more effective. These are the real estate folks. (It might be well here to let " 
the professor in on a deep secret: while the Housing Bill was being written, the bureau- Se, 
crats had the benefit of the counsel of the real estate lobby in Washington, gratuitously 
given.) Just why and how the real estate interests are concerned with public housing re 
will be taken up later. be 

Our conscientious professor now comes to the inner workings of our governmental th 
structure, 1954 style. It consists of two conjoined mainsprings, the bureaucracy and the 5 
pressure groups. They cooperate, not out of mutual love, but because of a coincidence lic 
of interests. For obvious reasons, the dual mechanism is hidden from the public, who pt 






know only that the Housing Act of 1954 is “a bill to aid in the provision and improve: 


ment of housing, the elimination and prevention of slums, and the conservation and de- 
velopment of urban communities”. What decent person could be against these goodies? 
Or, who is opposed to the “public interest” — a phrase liberally sprinkled over the dreary 
language of the bill. Whether in fact the law in operation will accomplish these desir- 
| able things is not germane. It promises. 


ERHAPS NOTHING IN the bill will capture the imagination of the plodding professor 
.. than that part—about a quarter of the text—dealing with the Federal National 
Mortgage Association, affectionately known in the trade as Fanny May. This part has 
nothing to do with the building of houses at public expense, but is entirely devoted to 
the delicate subject of finance. Fanny May, it should be told, is not a creation of the 
present bill, but was thought up in the Truman Administration, and is only amended 
and improved upon here. 

Let’s get technical for a moment. ‘The Congress hereby declares that the purposes 
of this title (section 301) are to establish in the Federal Government a secondary mar- 
ket facility for home mortgages, to provide that the operations of such facility shall be 
financed by private capital to the maximum extent feasible, to authorize .. .” So, the 
FNMA is a government-sponsored aid to private capital. A sort of hybrid which, upon 
examination suggests resemblance to fascist institutions. 


Fanny May is a “constituent agency of the Housing and Home Finance Agency’”’. 
It is authorized to deal with “secondary” mortgages. That is, if the HHFA deems a cer- 
tain building project to be “in the public interest”, and is willing to guarantee a mort- 
gage on it, and if the financial institutions still do not wish to lend money on such mort- 
gage, or not as much as is asked for, then Fanny May comes to the rescue. It can buy 
and sell such mortgages in the open market. 

The Secretary of the Treasury will start the Association off on its career with an 
investment of $70,000,000 of the taxpayers’ money. He will own all its stock and name 
the Chairman of its Board, who will select his four associates. From that point on it will 
be self-operating, although subject to the law which created it. It will enjoy tax exemp- 


tions. If all goes well with the Association, and if it earns enough money on its invest- 
ments, and by commissions and fees, then the Board will buy the stock held by the 
Secretary of the Treasury, and Fanny May will become a private business. 


What we have then is a financial institution established with taxpayers’ money that 
may eventually be bought out by private capital. Whether or not this transfer will ever 
be accomplished is a moot question; one cannot discount the possibility of the collapse of 
the real estate values on which the “secondary” mortgages rest, and the effects of forced 
liquidations. A depression might find the Secretary of the Treasury the owner of a cor- 
poration that has a lot of real estate on its hands. Putting aside that gloomy thought, 
this is about how Fanny May will operate: 





A real estate operator will present to the proper government agency a plan for 
some ‘“‘urban rehabilitation” project that he — supported by the local chamber of commerce 
and other prominent citizens — deems ‘‘necessary” and “‘desirable”. If the bureaucrat in 
charge agrees, and endorses it as coming within the scope of the law, the realtor will go 
to the banks and offer them a mortgage on the project guaranteed by the government, 
If the banker or bankers demur, say on the ground that the property is not worth the 
amount of the loan asked for, the operator takes recourse to Fanny May. 


This is nice business, if you can get it. If the bankers do make a primary loan on 
the project, the “secondary” mortgage supplements the government’s guarantee. The 
building interests and the labor unions cannot find fault with an operation which, though 
questionably financed, offers them orders and full employment, respectively. The land- 
owners who dispose of their holdings, perhaps at jacked-up prices, cannot see a thing 
wrong with the legislation. It is especially pleasing to the operator, who is entitled to 
ten per cent for his pains. He may never see the project through to its conclusion, but, 
having made all the arrangements, will try to unload on some operating company so 
that he can devote his talents to a new project. Everybody hopes that Fanny May never 
takes a loss. 


By the way, both the HHFA and Fanny May can handle a mortgage representing 
one hundred per cent of the assessed valuation of the project. 


B’ THIS TIME, Our hard-working professor should have a pretty clear understanding 
of the American government, 1954 style, in operation. He might say, in conclud- 
ing his lecture on H.R. 7839, that the government has undergone some changes since 
1789; it has made progress. The Founding Fathers, the student will recall, were in some 
disagreement as to whether the new American government was to be democratic or 
republican in form. That question is now academic. We must now decide whether the 
government under which we live is bureaucratic, socialistic or fascistic. That is a matter 
of definition. 

He might say, by way of pointing up a moral, that this change was not wrought 
by doctrinarians, but by very practical persons — like bankers and real estate operators 
— whose primary purpose was always to make an easy dollar. And he might elaborate 
this observation by noting that these people never had any idea of perverting the Amer- 
ican form of government. They were at all times one-hundred per cent Americans, 
proud of it, and ready to shoot on sight any devotee of Karl Marx. Above all, they 
bravely espoused the cause of free enterprise, even while they were conniving with 
bureaucrats. 

For peroration, the professor could underline an important social phenomenon, one 
that defies human understanding. It is that these American capitalists, in helping 
government to become bigger and better, demonstrate how a whole social class can 
unwittingly commit suicide. 


Additional Copies: 6—1.00; 10—1.50; 50—5.50; 100—10.00; 500—15.00; 1,000—25.00. Quotations for larger quantities on request. 
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